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Bridget C. Bohac, Chief Clerk

Texas Commission on Environmental Quality
12100 Park 35 Circle

Building F, 1st Floor

Austin, Texas 78753

RE;

Cottonwood Energy Company LP- Appeal of July 10, 2012 Negative Use
Determinations

Dear Ms. Bohac:

We are in receipt of the Executive Director’s letters dated July 10, 2012 notifying the
Applicant of a negative use determination (the “Determination™) on its applications; No. 15505,
No. 16412, No. 16411 and No. 16410 (the “Application™)

L. Procedures For Appeal
Applicant disagrees with the Determination and pursuant to 30 TAC 17.25 hereby

provides:

(1

is:

(2)

8325310y

%0 Congress Avenue, Suite 1100

the name, address, and daytime telephone number of the person filing the appeal

Mike Nasi

Jackson Walker L..I..P,

100 Congress Ave., Ste. 1100
Austin, Texas 78701
512-236-2216

As legal counsel to:
Cottonwood Energy Company LP

the name and address of the entity to which the use determination was issued:

Cottonwood Energy Company LP
Cottonwood Energy Center

976 County Road 4213

Deweyville, Texas (Newton County)

Austin, Texas 78701 (512) 236-2000 fax (512) 236-2002

www.jw.com . Austin

Dallas -  Fort Worth Houston San Angelo San Antonio

Member of GLOBALAWS™



(3)

“)

)

the use determination application number for the Application was:
No, 15505, No. 16412, No. 16411, No. 16410
request Commission consideration of the use determination:

Applicant hereby requests the Commission to hear and consider the merits of the
Application and reach a determination that a negative use determination is not
appropriate and the matter should be remanded back to the Executive Director
with instructions to revisit the pollution control aspects of the subject property.

The basis for the appeal is set forth in full in the attached brief.
Sincerely,
Michael J. Nasi, Counsel for Cottonwood Energy
Company LP
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TCEQ DOCKET NO.

APPEAL BY Cottonwood Energy § TEXAS COMMISSION
Company LP ‘ §
§ . ON
NEGATIVE USE DETERMINATION §
ISSUED TO Coftonwood Energy Company LP § ENVIRONMENTAL QUALITY

APPEAL OF NEGATIVE USE DETERMINATION ISSUED TO
COTTONWOOD ENERGY COMPABY LP

Cottonwood Energy Company LP (“Applicant’ or “Cottonwood") files this appeal of the
negative use determinations issued by the Executive Director on July 10, 2012. For the reasons
articulated below, the Applicant respectfully requests that the Commission sustain the
Applicant’s appeal of the negative use determinations and remand the matter to the Executive
Director with instructions to revisit the pollution control aspects of the subject property.

Part I of this brief provides a brief background of the Pollution Control Property
Program; Part II describes the procedural background of the application; Part III-VI detail the
Applicant’s argument why the negative use determination is a misapplication of Texas law, is
based on policy concerns outside of the Agency’s purview, and is founded on a defective
technical evaluation.

Summary of Argument

This is an appeal of a negative use determination. Therefore, quite simply, the only

question before the Commission in considering this appeal is miot whether an-exact percentage-is
appropriate - the Commissioners need only evaluate whether any percentage above zetro is
appropriate. As set forth fully herein, applicable law, prior precedent, and the record in this case
demand that, at a minimum, 4 number above zero be used and a positive use determination be
issued. Thus, this appeal should be granted and this matter should be remanded back to the
Executive Director for a determination that the property in question is eligible for a positive use
determination. '

L Program Background

On November 2, 1993, Texans approved Proposition 2 amending the Texas Constitution
to provide tax relief for pollution control property. This amendment added § 1-1 to the Texas
Constitution, Article VIII, which states:

(a) The legislature by general law may exempt from ad valorem
taxation all or part of real and personal property used, constructed,
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acquired, or installed wholly or partly to meet or exceed rules or
regulations adopted by any environmental protection agency of the
United States, this state, or a political subdivision of this state for
the prevention, monitoring, control, or reduction of air, water, or
land pollution, ' '

(b) This section applies to real and personal property used as a
facility, device, or method for the control of air, water, or land
pollution that would otherwise be taxable for the first time on or
after January I, 1994,

In response to the constitutional amendment, the Texas Legislature added Texas Tax
Code, § 11.31, Pollution Control Property (“§11.31”). The statute establishes a process where
applicants submit Applications for Use Determination to the Executive Director of the TCEQ to
determine whether the property is used wholly or in part for pollution control.! The Executive
Director’s role is limited by § 11.31 to the specific task of conducting a technical evaluation to
determine whether the equipment is used wholly or partly for the control of air, water, or land
pollution,? and does not include any evaluation of the merit of the tax exemption itself or tax
policy implications of granting positive or negative use determinations.

The tax appraisal district where the Pollution Control Property will be
installed/constructed is the entity charged with actually granting the tax exemption. If an
applicant obtains a positive use determination from the Executive Director, the applicant must
then submit another application with the local appraisal district to receive the tax exemption for
the pollution control property.

In 2001, the Legislature passed House Bill 3121, which amended §11.31. These
amendments - included providing a process for appealing the Executive Director's use

_ determinations,” House Bill 3121 also required the Commission to adopt rules that establish

specific standards for the review of applications that ensure determinations are equal and
uniform,* and to adopt rules to distinguish the proportion of property that is used to control
pollution from the proportion that is used to produce goods or services.

In 2007, § 11.31 was amended again with the passage of House Bill 3732, which required
the Commission to adopt a list of equipment that is considered pollution control property,
including the equipment listed in § 11.31(k). In adopting rules for the implementation of House
Bill 3732, the TCEQ created a specific review process for those applications applying for the
categories of listed equipment.. For these applications, the Executive Director must determine

"'TEX, TAX CODE § 11.31(c) and (d).

* TEX. TAX CODE § 11.31(c).

P TEX. TAX CODE § 11.31(e),

*TEX. TAX CODE § 11.31(g)(1) and (g)(2).
S TEX, TAXCODE § 1131(2)(3).
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the proportion of the equipment used for pollution control and the proportion that is used for
production. The application that is the subject of this appeal is a Tier III application.

II. Procedural Background

On July 5, 2011, the Applicant filed a Tier III Application for Use Determination for
Pollution Control Property with the Exeeutive Director for one Heat Recovery Steam Generator
("HRSG") and dedicated ancillary systems at the Cottonwood Energy Center (See Attachment
A). The Applicant then submitted additional applications for three other HRSG units at the
Cottonwood Energy Center on December 2, 2011 (See Attachments B, C and D). The Executive
Director conducted a technical review of each of these four applications and on July 10, 2012
‘issued a negative use determination for the four HRSGs, stating that “[h]eat recovery steam
-generators and associated dedicated ancillary systems are used solely for production; therefore,
are not eligible for a positive use determination,” (See Attachments E, F, G and H).

The Executive Director has received approximately thirty-eight similar applications for
HRSGs and associated equipment installed at combined-cycle electric generation facilities. The
Executive Director issued 100 percent positive use determinations for twenty-six of the HRSG
applications, leaving twelve applications pending. Six of the positive use determinations were
appealed by local taxing units. The application at issue in this appeal was one of applications left
pending by the Executive Director. On July 10, 2012, the Executive Director issued negative
used determinations for all of the pending HRSG applications as well as the six applications that -
were appealed. The negative use determination was issued to Cottonwood despite its applications
being substantively identical to the apphcations that received 100 percent positive use
determinations.

III.  Executive Director Failed to Comply with the Timeline in
Texas Tax Code § 11.31(m) for Review of Application

In 2007, the Texas Legislature passed House Bill 3732, which amended Texas tax Code §
11.31. Specifically, House Bill 3732 added subsections (k) and (m). Subsections 11.31(k) and
(m) direct that the Commission “shall determine” that “heat recovery steam generators” are
“used wholly or partly” as qualifying pollution control property. There is no option under the
statute for TCEQ to determine that equipment listed in 11.31(k} is not pollution control
equipment, When the Legislature added subsection 11.31(k) in 2007, the purpose was to list
equipment that was predetermined to be pollution control equipment and the only evaluation that
needed to occur was to determine the percentage of the equipment that qualified as pollution
control property. The question is not “whether the equipment is pollution control property”, but
instead should be “how much is pollution control property.”

Furthermore, under Texas Tax Code § 11.31(m), the Executive Director “shall” review
applications for equipment listed under § 11.31(k) and make a determination whether the
equipment is wholly or partly pollution control property within 30 days. Furthermore, the statute
states that the Executive Director “shall” take action on that determination and notify the
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applicant and the appraisal district of the determination. Thus, the Executive Director must
review and issue a use determination within 30 days for those applications which were submitted
after House Bill 3732 became effective, and which include equipment that is listed under Texas
tax Code § 11.31(k). :

As indicated earlier, the Fxecutive Director received one of Cottonwood’s applications
on July 5, 2011 and three subsequent applications on December 2, 2011, Despite the statute’s
clear requirement that the Executive Director act within 30 days on applications for equipment
listed under § 11,31(k), in this instance, the Executive Director waited over six months for three
of the applications and over a year on the first application after the applications were submitted
to make a determination. By failing to act within 30 days, the Executive Director violated the
statutory requirements of Texas Tax Code § 11.31(m) and effectively prevented the Applicant
from receiving a tax exemption for which it met all of the statutory requirements,

IV, Texas Tax Code Requires Consistency

- a) The Executive Director’s Use Determination Violates the Equal and Uniform
Tax Mandate in Texas Constitution art, VIIL, Section 1(a).

In Texas, all taxation must be equal and uniform. Tex. Const. art. VIII, Section 1(3,).6
The Texas Constitution’s equal and uniform standard is strikingly incorporated into Section
11.31:

“(d) The commission shall adopt rules to implement this section.
Rules adopted under this section must . . . (2) be sufficiently
- specific to ensure that determinations are equal and uniform .. .”

The constitutional mandate requires that a tax must treat taxpayers within the same class
alike, and that any clagsifications must not be unreasonable, atbitrary, ot capricious.” The

standard for determining equal and uniform taxation is a two-part test: "(1) whether the taxs
classification is reasonable; and (2) whether, within the class, the legislation operates equally. ©

A tax cannot satisfy the second prong of the equal and uniform standard unless the value
of the tax base is ascertained by the same standard for all taxpayers within each class.” ("The
standard of uniformity prescribed by the Constitution being the value of property, taxation can
not be in the same proportion to the value of the property, unless the value of all property is

6 The Article VIII, Section 1 of the Texas Constitution provides: “(a) Taxation shall be equal and uniform, (b) All
real property and tangible personal property in this State, unless exempt as required or permitted by this
Constitution, whether owned by natural persons or corporations, other than municipal, shall be taxed in proportlon to
its value, which shall be ascertained as may be provided by law."

7 Hurt v. Cooper, 110 8,W.2d 896, 901 {Tex. 1937).

8 RR Comm 'n of Tex. v. Channel Indus Gas, 775 8.W.2d 503, 507 (Tex. App,—Austin 1989, writ denicd)
(emphasis added).

? Lively v. Missouri, K. & T. Ry., 120 S.W. 852, 856 (Tex. 1909).

Appeai of Negative Use Determination Issued to Cottonwood Energy Company LP
Page 6
8325310v4



ascertained by the same standard."). In other words, when taxing value (i.e., the tax base) the
Legislature may not say that the same economic value is more for some taxpayers than it is for
other taxpayers.

In the instant case the Commission has granted 100 percent exemption for heat recovery
stcam generator systems that are substantively identical to Applicant’s to approximately twenty
other taxpayers. There has been no reasoned justification for the distinction based on any alleged
differences in design or use or location of the equipment. The negative use determination made
against Applicant is arbitrary in that there is no substantive distinction between the use or
pollution reducing benefit of the HRSGs and the multiple other applicants whose systems have
been granted 100% positive use determinations by the Commission. Such random enforcement
causes 11.31 to operate unequally and in direct violation of the equal and uniform tax mandate.

b) The Commission Does Not Have Authority to Make a 100 Percent Negatlve
Use Determination Under Section 11.31 of the Texas Tax Code ‘

Subsections 11.31(k) and (m) direct that the Commission “shall determine” that “heat
recovery steam generators” and “enhanced steam turbine systems” are “used wholly or partly” as
qualifying pollution control property. Tex. Tax Code Section 11.31(k) & (m).

The Determination’s negative use finding is facially and patently in violation of the Texas
Tax Code. _

The applications requested a 42.99 percent positive use determination that the Applicant’s
four HRSGs and associated dedicated ancillary systems were used in accordance with the
followlng statutory standard set forth in Section 11.31'% of the Texas Tax Code:

“A person is entitled to an exemption from taxation of all or part of
real and personal property that the person owns and that is used

wholly or partly as a facdity, device, or method for the control of
air, water, or land pollution.” '

~In this section, "facility, device, or method for the control of air,
water, or land pollution” means land that is acquired after January
1, 1994, or any structure, building, installation, excavation,
machinery, equipment, or device, and any attachment or addition
to or reconstruction, replacement, or improvement of that property,
that is used, constructed, acquired, or installed wholly or partly to

¥ Gection 11.31 of the Texas Tax Code is authorized by Article VIII, Section 1-1 of the Texas Constitution, which

_provides: “(a) The legislature by general law may exempt from ad valorem taxation all or part of real and personal
property used, constructed, acquired, or installed wholly or partly to meet or exceed rules or regulations adopted by
any enyironmental protection agency of the United States, this state, or a political subdivision of this state for the
prevention, monitoring, control, or reduction of air, water; or land pollution (b) This section applies to real and
personal property used as a facility, device, or method for the control of air, water, or land pollution that w0uld
otherwise be taxable for the first (ime on or after January 1, 1994, ... (Added Nov. 2, 1993,)"
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meet or exceed rules or regulations adopted by any
environmental protection agency of the United States, this state,
or a political subdivision of this state for the prevention,
monitoring, control, or reduction of air, water, or land pollution,”

The Application and Attachment I hereto establish the factual basis that the HRSGs
qualify as a device, or method for the control of pollution.

Despite the clear factual record that HRSGs control pollution, the Executive Director’s
determination summarily finds, without explanation or substantive reasoning, that the HRSGs
will be subject to a negative use determination because they are “used solely for production.”
The facts do not support the Determination, and there is no reasonable interpretation of Sectlon

~ 11.31 that would support the Determination,

Section 11.31 must be construed to give effect to the Legislature’s intent,'’ An agency or
court should first attempt to determine this intent from the actual language used by the
Leg1slature That is, an agency or court should first look to the plain, ordinary meaning of the
statute’s words,'? Most importantly, “[i]f a statute is clear and unambiguous, [the courts] apply
its words according to their common meaning without resort to rules of construction or extrinsic
aids.”"® This is true even when the agency charged with enforcing the statute seeks to apply a
different construction.'*

Further, Texas Attorney General Opinion JC-0372 (2001) has expressly opined to the
Chair of the Texas Natural Resource Conservation Commission that “methods of production” can
and do qualify as exempt pollution control property:

“Section 11.31 is broadly written, and we believe its plain
meaning is clear. It embraces any property, real or personal, “that
is used wholly or partly as a facility, device, or method for the

control of air, water or land pellution. . . .” (emphasis added).

“Next, we consider whether section 11.31 excludes from its scope
pollution-reducing production equipment. Significantly, the statute
applies to property used “wholly or partly” for pollution control.
See id, § 11,31(a), To qualify for the exemption, property must be
used “wholly or partly” to meet or exceed environmental rules. See
id. § 11.31(b). The term “wholly” clearly refers to property that is
used only for pollution control, such as an add-on device. See

1 See TEX, GOV'T CODE § 312.005; Gilbert v. Bl Paso County Hosp, Dist., 38 S.W.3d 85 (Tex. 2001),

2 See TEX. GOV'T CODE § 312.002(a); 4m. Home Prods. Corp. v. Clark, 38 S.W.3d 92, 95-96 (Tex. 2000);
Crimmins v. Lowry, 691 5 W.2d 582, 584 (Tex. 1985). .

* " In Re Nash, 220 S.W.3d 914, 917 (Tex. 2007) (emphasis added).
4 See Pretzer v. Motor Vehicle Bd,, 138 S.W.3d 908, 914-15 (Tex. 2004); Barchus v. State Farm Fire & Cas. Co.,

' 167 8.W.3d 575, 578 (Tex. App.—Houston [14th Dist.] 2005, pet denied).
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- Merriam Webster's Collegiate Dictionary 1351 (10th ed. 1993) -
(defining “wholly” to mean “to the full or entire extent: ... to the
exclusion of other things”). The term “partly,” however, embraces
property that has only some pollution-control use. See id. at 848
(defining “partly” to mean “in some measure or degree”). This
broad formulation clearly embraces more than just add-on devices,
Furthermore, that statute clearly embraces not only “fucilities”
and “devices” but also “methods” that prevent, monitor, control,
or reduce pollution. “Methods” is an extremely broad term that
clearly embraces means of production designed, at least in part,
to reduce pollution. See id. at 732 (defining “method” to include
“a way, technique, or process of or for doing something”).

The HRSGs and associated dedicated ancillary systems are clearly used io comply with
environmental laws and to control pollution and qualify for exemption under any valid rule or
convention of statutory construction.

c) Failure To Comply With Commission Rules and the Texas Administrative
Procedures Act,

The Commission cannot arbitrarily and capriciously create and enforce a new internally
derived formula for heat recovery steam generators resulting in a drastlc increase in the amount
of property taxes assessed against Applicant, without, at the very least,'® adhering to the Texas
Administrative Procedure Act (the “"APA”). ‘

In brief, the APA requires state agencies to follow certain formal procedures before
adopting and applying any “rule. "6 Among other Tequirements, the APA requires state agencies
to provide notice of any intent to promulgate a new rule, to pubhsh the contemplated new rule,
and to invite public comment with respect to the new rule.!” As the Texas Supreme Court

explained: “In this way, the APA assures that the public and affected persons are heard on
matters that affect them and receive notice of new rules. "8

In addition to the APA requirements regarding the procedures that must be applied by
state agencies when adopting and applying any “rule,” Texas courts frequently require that an
agency explain its reasoning when it “appears to the reviewing court that an agency has departed
from its earlier administrative policy or there exists an apparent inconsistency in agency

3 And subject to the statutory arguments set forth below. _
15 The APA defines the term "rule” to mean "a state agency statement of general applicability that... implements,
interprets, or prescribes law or policy.” Tex. Gov't Code § 2001.003(6). :

'7 See Rodriguez v. Service Lloyds Ins. Co., 997 8,W.2d 248, 255 (Tex. 1999), reh’g of cause overruled (Sept. 9, _
1999); see also Tex, Gov't Code § 2001.004(2) (additionally requiring agencies to "index, cross-index to statute, and
make available for public inspection all rules and other written statements of policy or mterpretatlons that are
prepared, adopted, or used by the agency in discharging its functions”).

% 1d.
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determinations.” By issuing a 100 percent use determination and ultimately issuing a negative
use determination, the TCEQ Executive Director's staff has departed from its earlier policy with
regard to the evaluation of HRSGs. Furthermore, as explained earlier, TCEQ has issued 100
percent use determinations for other HRSGs, but issued negative use determinations for those
applications that were appealed. In doing so, the TCEQ provided a one sentence explanation
stating, “[HRSGs] are used solely for production and, therefore, are not eligible for a positive use
determination.” ‘

In this case the Commission clearly failed to follow the procedures of the Texas APA in
reaching and applying its interpretation of Section 11.31(k) and (m) of the Texas Tax Code.
Because the Commission failed to promulgate any rule or other formal statement expressing its
new interpretation of Section 11.31(k) and (m) of the Texas Tax Code, its interpretation violates
the APA and must be disregarded.

Further, the Determination appears {o represent a sea change in the Commission’s
interpretation of Section 11,31 without any change to its Section 11.31 rules. The Commission's
attempt to make a material change in policy retroactively without compliance with the APA is an
invalid rule under the APA under the analysis in EI Paso Hospital District v. Texas Health and
Human Services Commission, 247 S.W.3d 709 (Tex, 2008).19

In E! Paso Hospital District, the Texas Health and Human Services Commission
(“HHSC") adopted a regulation that established a “base year” for gathering claims data to be used
in setting certain Medicaid hospital payment rates. Several hospitals sought a declaratory
judgment that the cutoff rule was invalid under the APA, because HHSC did not adopt the rule in
accordance with the APA. HHSC argued that the cutoff date was not a rule itself but rather an
interpretation of a rule. The Texas Supreme Court held that the agency-applied cutoff date was
an invalid rule because the agency did not follow the proper rule-making procedures contained in
the APA. The Texas Supreme Court stated:

“HHSC argues that it complied with these statutes, and that the
February 28 cutoff is not a rule itself, but rather its interpretation of
the base-year rule. The Hospitals disagree, arguing the February
28 cutoff falls squarely within the APA’s definition of a rule. We
agree with the Hospitals. Under the APA, a rule: (1) is an agency
statement of general applicability that either *“implements,
interprets, or prescribes law or policy” or describes [HHSC’S]
“procedure or practice requirements;” (2) “includes the amendment
or repeal of a prior rule;” and (3) “does not include a statement
regarding only the internal management or organization of a state
agency and not affecting private rights or procedures.” TEX.
GOV'T CODE §2001.003(6)}A)-(C). El Paso Hospital District at
714,

¥ El Paso Hospital District v. Texas Health and Human Services Commission, 247 S.W 3d 709 (Tex. 2008),
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The Commission’s new internal formula or reasoning that resulted in the Determination
interprets or prescribes law or policy and amends or repeals positions previously applied by the
Commission, '

The violation of APA requirements is especially egregious in this case given that Section
11.31(1) of the Texas Tax code mandates that the TCEQ, “by rule shall update the list adopted
under Subsection (k)" and then rhakes clear that “[a]n item may be removed from the list if the
commission finds compelling evidence to support the conclusion that the time does not provide
pollution control benefits.” No APA rulemaking procedure has been followed to remove HRSGS

oor enhanced steam turbine systems from Section 11.31(k) and it is inconceivable how the TCEQ

could find that “compelling evidence exists to support the conclusion that [HRSGs] do not
provide pollution control benefits.”

V. The Record Supports a Positive Use Determination and Clearly Contradicts a
Negative Use Determination

a) Pollution Control Property

The only question before the Commission in considering this appeal is not whether an
exact percentage is appropriate - the Commissioners need only evaluate whether any percentage
above zero is appropriate, The Applicant’s HRSGs can be defined as pollution control property
based on the prevention of NOx emissions from natural gas use efficiencies. Under Tax Code §.
11.31(a), “[a] person is entitled to an exemption from taxation of all or part of real and personal
property that the person owns and that is used wholly or partly as a facility, device, or method for
the control of air, water, or land pollution,” (emphasis added). The statute defines “a facility,
device, or method for the control of air, water, or land pollution™ as:

“la] structure, building, installation excavation, machinery,
equipment or device, and any attachment or addition to or

reconstruction, replacement or improvement of that property, that
is used, constructed, acquired, or installed wholly or partly to meet
or exceed rules or regulations adopted by any environmental
protection agency of the United States, this state, or a political
subdivision of this state for the prevention, monitoring, control, or
reduction of air, water, or land pollution,”

Thus to qualify as pollution control property, the equipment or structure must control
pollution and must meet or exceed applicable environmental protection regulations.

b) Method of Pollution Control

The use of otherwise wasted heat in the turbine exhaust gas within the HRSG results in
higher plant thermal efficiency (net power output of the plant divided by the heating value of the
fuel), compared to other power generation technologies. A plant incorporating a combined cycle

Appesal of Negative Use Determination Issued to Cottonwood Energy Company LP -
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design emits less NO, per pound of fossil fuel combusted due to the incorporation of both the
Brayton and Rankine Thermodynamic cyecles within plant design operations

Specifically, the equipment’s increased thermal efficiency, as compared to a traditional
steam boiler unit, reduces the fuel needs for the same power outputs, while emitting no
additional air emissions, It is important to note that the lower fuel consumption associated with
increased fuel conversion efficiency not only reduces NOx emissions, but also reduces other
emissions such as CO,,

c) HRSGs are Used to Meet Certain New Source Performance Standards for
Electric Generating Facilities

As cited in the Application, Title 40 of the Code of Federal Regulations (“CFR”) subpart
60.44Da establishes New Source Performance Standards (“NSPS”) for emissions of air
contaminants for electric utility steam generating facilities.

Subpart § 60.40Da(e)(1) specifically lists HRSGs as subject to the NSPS requirements in
60.44Da, stating: '

(i.e. heat recovery steam generators used with duct burners)
associated with a stationary combustion turbine that are capable of
combusting more that 73 MW (250MMBtu/H) heat input of fossil
fuel are subject to this subpart,

Therefore, Applicant’s four HIRSGs are subject to the performance standards for air
emissions as established within the Subpart Da. Specifically, they are subject to Section
60.44Da Standards for nitrogen oxides (NOy) which states:

Except as provided in paragraph (h) of this section, on and after the

date on which the initial performance test iy completed or requlrea
to be completed...no owner or operator subject to the provisions of
this subpart shall cause to be discharged into the atmosphere from
any affected facility for which construction,..commenced before
July 10, 1997 any gases that contain NOy (expressed as NO2) in
excess of the applicable emissions limit in paragraphs (a)(1) and
(2} of this section.

Furthermore, the Applicant’s HRSGs were designed to meet the national primary and
secondary ambient air quality standards (“NAAQS™) for oxides of nitrogen (w1th nitrogen
dioxide as the indicator) as set forth in 40 CFR § 50.11

Monitoring data from the Barney Davis Power Plant during both pre and post-
- repowering of that plant confirm the assumptions regarding the air emissions reductions per
pound of fossil fuel use. This data is set out in Attachment “1.”
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VI. TCEQ’s Role as a Technical Advisor to the State in Administering the Prop 2
Program Includes Factoring in Ever-Evolving Pollution Control Policies, not Tax Policy

The clear structure and purpose of Section 11.31 of the Texas Tax Code has for nearly
two decades been for the TCEQ to serve as the scientific and technical arbiter for determining
the types of equipment that qualify as pollution control property. The TCEQ’s role has always
been to implement an efficient, consistent and scientifically' accurate process to determine
technologies that meet the statutory definition of pollution control property. Section 11.31
directs the TCEQ to determine whether particular items of property are used for pollution control
based on its specialized knowledge and expertise.

As previously noted, the Executive Director had issued 100 percent. positive use
determinations for twenty-six of the HRSG applications, six of which were appealed by local
taxing units, However, the application at issue in this appeal was one the Executive Director left
pending for several years before making a final determination. On July 10, 2012, the Executive
Director issued negative used determinations for all of the pending HRSG applications as well as
the six applications that were appealed. The negative use determination was issued to
Cottonwood despite its applications being substantively identical to the applications that received
100 percent positive use determinations,

Conclusion

As noted at the outset of this brief, the question before the Commission in considering
this appeal is not whether an exact percentage is appropriate - the Commissioners need only
evaluate whether any percentage above zero is appropriate. As set forth fully above, aplicable
law, prior precedent, and the record in this case demand that a positive use determination b
issued. Thus, this appeal should be granted and this matter should be remanded back to the

Executive Director for a determination that the property in question is eligible for a positive use
determination, :
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Respectfully submitted, -

L Michae!J. Nasi .
! : State Bar No. 00791335 f
Steve Moore
State Bar No. 14377320
| Benjamin Rhem
State Bar No. 24065967

JACKSON WALKER L.L.P,

100 Congress Avenue, Suite 1100
Austin, Texas 78701
512-236-2200

512-236-2002 (Facsimile)
mnasi@jw.com

ATTORNEYS FOR
Cottonwood Energy Company LP

CERTIFICATE OF SERVICE

I hereby certify that on the 31% day of July, 2012, a copy of the foregoing was provided
by electronic mail or U.S. First Class Mail to the attached mailing list:

/b’y Michael'T. Nasi

Appeal of Negative Use Determination Issued to Cottonwood Energy Company LP
Page 14
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Mailing List

Daniel Long Courtesy Copy via U.S. Mail
. Texas Environmental Law Division MC 173 '
P. O. Box 13087
Austin, Texas 78711-3087
512/239-0600 FAX 512/239-0606

Susana M, Hildebrand, P.E. _ Courtesy Copy via U.S. Mail
TCEQ Chief Engineer’s Office MC 168

P. 0. Box 13087

Austin, Texas 78711-3087

512/239-4900 FAX 512/239-6188

Chance Goodin Courtesy Copy via U.S. Mail
TCEQ Chief Engineer’s Office MC 206 '

P. O. Box 13087 '

Austin, Texas 78711-3087

512/239-6336 FAX 512/239-6188"

Robert Martinez Courtesy Copy via U.S. Mail
TCEQ Environmental Law Division MC 173

P. O. Box 13087

Austin, Texas 78711-3087

512/239-0600 FAX 512/239-0606

Blas Coy Courtesy Copy via U.S. Mail
TCEQ Office of Public Interest Counsel
MC 103 '

————~ PO Box 13087 —
Austin, Texas 78711-3087

Appeal of Negative Use Determination Issued to Cottonwood Energy Company LP
Page 15
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Attachment A




" DUFF&PHELPS

TOEQ Cashier's Office- M0214 ‘5 S T yumeso201 -

" Building A -

1200 Paik 35 Gircle

~ Austin, TX 78763

. Re: 7 Applicatwn tor Use Determinetlon for Air Poliutmn Contrcl Pmperty Located at

Cottonwoad Energy Canter in Newlon c-:mnty Texas

Enclosed pleas find, ohe'appltcetien-(the "Apetication Y for property.tax exemptinﬁ' for. Alr

) Po!iutien Contml F'roperty located at C_t_)t_tr_je_\_:vood Energy Center (the "Facahty") m Newton Cotmty. N L
o Texas A copy r of the Applicatron has been provided for the appratsal dlstnct o

' Pursuant to Titte 30 of Chapter 17 of the Texas Admmistratwe Code the App!ieatlon has been

prepared using the Texas Commission.on Enwmnmental Quallty ("TGEQ”) App!;catlon for Use

. ' Datermination for Poiiuﬂon Control Property. The enclosed application is a Tler.1l Application.
' ,Subm:ssaon of thls Appl;cation is required ‘as a process step in the TCEQ's pollutron control.
_ -crtification: procees for tax exemption of cartain assets used.in poliution coritrol capacltles withln
the Facility. As outlined by the appllcatlon instructions, the fee for this Tier il Appllcatlon Is

$2 500 Please find enclosed a check for the $2 500 Tler III Appllcatlon Fee

. The Applicatinn can be summarlzed as fotlows :: .

‘ Property SR Descrlptlon U Estimated Cost - .
Umt‘l Heat Recovery Steam Generator ("HRSG") _ o L :
© and. Ded{cated Anc:llary Systems $26,043,320

" Tier Ill
Please send one copy of the comp!eted property tax exemptlon Use Determinatlon to the o
fo!!owing address; . . . ) . .

- Mr. Greg Maxlm _

- Duff & Pheips LG :
919 Congress Avenue, Su:te 1450 s
Austln TX 87801 ' -

DUl & Fharpe. Le ST 7 612671 6560 gregnry maxlm@rduﬁandphelps com -

919 Congress Avenua FHH12Z3617091 . 1w dutfandphelps com.
Suite 1460 ' ‘ : - .

© Austin, TX 78701 -




" TCEQ Cashler's Office -

June 30,2011
Page 2of 2

If you have any questions regarding the Application of the information supplied within the
Appllcation please contact me, Greg Maximn, Dlrector Duff &° Phelps LLC, at (512) 671-5580 ar
by e-rhail at gregory maxlm@duffandphelps com. :

' Very tru!y yours

Gregory M.éxirn.-'

. Director
~ Speciaity Tax

- Enclosures.- . .. ...

e . Ms. Kathiyn Tronsberg Mactiocca . (DU & Phelps, LLC) . . "« .ol




Texas Commlssmn on Enwronmental Quallty

Use Determmatmn for Pollut:on Control Property
Apphcatmn :

A person seekmg a use determmauon must comp]ete thlS apphcatlon form For assmtance in

.. completing the application form please refer to the Instructions for Use Determination for .

i
|
|
|

. Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the -
" Tax Relief Program in Titlé 30 Texas Administrative Code Chapter 17 (30 TAC 17}, Information
“relating to completing this apphcatlon form iy also available in the TCEQ regulatory guidance

documerit, Property-Tax Exemptions for Pollution Control Property, RG—461 For addltlonal

- -assistance, please call the Tax Relief Program at 512-239-4900.

" Youwmust supply mfomauonfor eachﬁeld of thts apphcattonform unless
- ptherwise noted R

""""‘Sectlon 1, Ellglbllltv

1: Is the property/ equlpment subject to any lease, lease-to-own agreement, or cnwronmental

. _.incentive granf?.. Yes_. . No.. b v e i e S
2. Isthe property/ equlpment used solely to manufacture or produce a product or prov1de a .

- -setvice that prevents, momtors, controls, or reduces a1r water or, land pollutlon? o

 Yes I:I No [4

. 3.‘ Was the plopcrty/ equ%)ment acqulred constructed msta]led or replaced before J anuary 1,

: ,1994? Yes 1] No

" If the answer to any of these questlons is. ‘Yes’ then the property/equlpment is not ehglble fora .
. tax exemptlon under this y program. : ‘ S

‘Sectlon 2. General Informatlon o

1 * Whati s the type of ownershlp of this f‘ar-ﬂ1tv°

- Corporation [] - Partncrship - Utlllty I:] S
--..Sole Proprletor I:] lelted Partner EI . cher Limited Liability :

2. Size of Company Number of Employccs

Catogg B - s00t0999 [ 2,000 t0 4,999 [
1ooto49()D T 1000to1999|:] - 5,000 or more

3. Busmess Descrlptlon (Br1 eﬂy descrrbe the type of busmess or actwlty at the facrhty)

R :Natun al Gas—Iﬁred Electmc Power Generahon

‘ 4. Provrde the North Amerlcan Industry Clasmﬁcatlon System (NAICS) SlX—dlgll codc for thls

facﬂlt},ir 221122 - Elcotrlc Power Genel atlon, fossﬂ fuel

Usc Determmuﬁon for Polluuon Control Property AppHcahommeTCEQ 00611 B L B
EffectweDecembel 2010 - 7 S L .7 Pdgetofy




:'Sectlon 3 Type of Apphcatlon and Fee

1; Selectonlyone ‘ . : cO 7 :
" Tier I - Fee: $15o,'l:| SRS Tie'r']fI —'Fefe: $1,ooo IZI' " Tier I ~ Feé: $2,500 X -

o2 .Payment Informatmn

Check/ Money Order/ Electromc Payment Rece1pt Number:
Payment Type: Check . - ' ,
~ Payment Amount; $2,500
' Name on payment:- Duff & Phelps
Total Amount $2,5oo

°  NOTE: Enclose a oheck, money order to the TC’EQ, ora copy qf the ePay recezpt
. along wtth the apphcatwn to cover the requtredfee s

' -Sectlon 4, Property/ Equlpment Owner Informatlon

Company Name of Owner Cottonwood Energy Company LP e .
Mallmg Address 976 County Road 4213 o E
: Clty, State Z1p Deweywlle, TX77614

Regulated Entity Number (RN) RN100226109 , : .
Is thlS property/ equlpment owned by the CN 1lsted in Questlon 4? Yes EI No i:l
Ifthe answer is No, please explam N/A - -

1,
2
3 R R
"4, Customer Number (CN): CN602765687 D
5.
6.

7. Is thlS property/ equlpment leased froma thn*d party? Yes O No .

If the answer is T’ee, please explam N/A

8 Is thls plopert‘y/eqmpment operated by the RN hsted in Quest1on 5? ch lZ No i:] o

- Ifthe answer is 'No, please explam N/A.

Toa W

Sectlon ‘5. Name of Property/Equnpment Operator (If o

| ,dlfferent from Owner)

1. Company Name N/A '

Maﬂmg Address N/A

City, State, Z1p N/A |

Custonier Number (CN) N/A .
Regulated Ent1ty Number (RN ) N/A

Sectlon 6. Physmal Locatlon of Property/ Equlpment

-1 Name of Facﬂlty or Unit where the property/ equlpment 15 phys1ca]ly located

Cottonwood Energy Center i

2. 'I‘ype of Mfg. Proccss or Semce Natural Gas-Flred Eleetmc Powel Generatlon

Use Détermiriation for Polluhon Contlol PmpertyApphcat:on—Form TCEQ 00611 L

- Fffective December 2010 . _ ‘ o : . Tagezofy




~°§°:4.s=t$h.4=-.ww;.-—

Street Address 976 County Road 4213

4 Clty, State, le Deweyvﬂle, ’I‘X 77614 -

Sectlon 7 Appralsal Dlstrlct WIth Taxlng AuthOrlty

1,

2;

Appraisal | Dlstrict ‘Newton County
D1str1ct Account N umber(s) 9900015~0805153

Sectlon 8 Contact Name

'Company Name Duff& Phelps LLC :j‘j ~
. First Name of Contact: Greg

Last Name of Contaet Max1m : "

' ‘Salutatlon M, [X Mrs . Ms [:] Dr j Other

Tltle Dlrector

~ Mailitig Address Qi Congress Avenue Sulte 1450 G

Cxty, State, le Austin, TX78701 j

Phone Number/ Fax Numberm @9 512—671—5580' (F) i 351—7911
, Emall Addiess: Gregory maxim@ duffandphelps com

- 10, Trackmg Number (optional) CC~2011 48

~ Section 9 Property/ Equlpment Descrlptlon, Appllcable Rule,
and Environmental Benefit :

" For each. piece, or each category, of pollutlon control property/ equlpment for whlch ause
determmatlon is bemg sought answer the follomng questions.

 Attach additional’ response sheets to the apphcanon for pach pzece of mtegr ated pollunon control R -
property/eqmpment ifa uSG determination'is being sought for more than one (1) piece, ~ .~ - "

Generai Informatlon j

“Name the property/ equ1pment 7 S
Unit 1 Heat Recovery Steam Genel ator ("HRSG") and Dedlcated Anc:]lary o

 Systems

. Isthe property/ equlpment used 100% as pollutlon control equlpment?‘ Yes |:| No .
If the answer is ‘Yés,” explain how it was determmed’ that the equtpment is used 100% for

pollunon control: N/A. See Caleulation of Percentage of polluhou control Property o

. attachied Cost Analysis Procedure (“CAP?) Model.

Does the property/ equlpment generate a Marketable Produet? Yes . No IZ]
If the answer is ‘Yes,’ describe the marketable product Electr1c1ty ‘

4. What is the approprtate Tier I Table or Exp edited Rev:lew List number? ERL #8 .
5, Isthe property/ equlpment 1ntegrated po]lut1on control equlpment? Yea: M- No |:]

Use Determination for Pollutlon Control Pr operLy App]icatmn~Form TGEQ—00611 e

EffectiveDecembelaolo oo . o - ) T .Pa’gesofj T




Ifthe answer is ‘No,’ separate apphcanons must be ﬁled for each piece of
. property/equipment. : : .
6. LlSt applicable perm1t number(s) for the property/ equipment. Tltle V Operatmg Permlt 02338

- ‘Incremental Cost Difference .
T | Is the, TlerITable percentage based onthe 1ncremental cost dlfference? Yes EI No |:| N/AE

If the. answer is 'Yes answer *the followmg quesnons . .
What i is the cost of the new p1eee of ploperty/ eqnlpment?‘ N/A
9. What is the cost of the eomparable properl:y/ equlpment? N/A

- _' 10, How was the value of the comparable property/ equlpment calt.ulated? N/A

Property/ Equlpment Descrlptlon ' , .
' 11 Describe the property/ equlpment (What i is. 1t’9 Where is 1t? How is 1t used?)
'Background. C'ottcmwoocl Energy Center Srow e e

The Cottonwood Energy Center (the “Fac111ty’ Yisa natural gas—fired comblned cycle power ‘
generating facﬂlty located in Deweyvﬂle, Newton County, Texas. Four GE 7-FA combustion
~ turbines are routed to four Foster Whieler heat tecovery steam gererators (“HRSGs™), whieh -
- prowde stearn to four Alstom steam turbine- -generator sets.’ The Faclhty began commercial -
" operation in December2003. It has a base 1oad capacnty of 1, 260 MW, The Faclhty serves .
the SERC Rehablhty Corporat1on reglon : _ ‘

Polluhon Conlrol Property Descripnon Cottanwood Unit 1 HRSG

- The pollution control property described in this Application is the Umt 1 HRSG and dedlcated .' '

' 'ancﬂlary system (the “PC Property’ ) mstallatlons

R Cottonwood Unit 1 HRSG _:' - o |
, irrhe Faelhty consists of a comb1ned~cycle gas l‘urblnc power plant Wlth four (4) gas COmbustton |

Turbines (“CTs”) each equipped with HRSGs and dedicated ancillary systems necessary to

capture heat from the CTs” exhaust and convert it into electrical power, The Unit T HRSG

captures and utilizes the waste heat of combustion from the Unit 1 CT exhaust gas and utilizes” o

- this waste heat to produce steam, which in tura-powers a steam turbine-generator set to
- produce electtic power at the Facﬂlty in addition to the electric power generated by the CT
alone. , _ ,

The Facﬂlty gains both productlen and pollutlon control beneﬁts from the eub,]eet PC Pmperty o

First, the use of this waste heat of combustion by the Unit 1 HRSG ereates a thermal efficiency -

benefit for the Facility. Speeifically, the use of waste heat in the Unit 1 OT exhaust gas resultsin

the conversion of approximately 50%- of the chemical eniergy of the natural gas utilized at the
- Facility into electrlmty (HIIVbams), a gain over the CI's- alone s use of the fuel. Secondly, due
- to this efficiency gain, the Facility is able to generate fewer ernissions (particularly NOy ‘

‘emissions) than a traditional power generation fac111ty intilizing a single thermodynamlc cycle -

and a]lomng the eub] ect PC. Property to appoar on the Expedlted ReVleW List.

" Use Demmumﬁon for Pallution Control Property Apphealjon—Form TCEQ 00611 ‘ ) T e
Effective Detember 2010 ) _ . S T = Puageq.ofy




teteﬁr' e e

The Figure below is representetive of a simplified cbmbioed—eyclé plaht process-ﬂow. ‘

Gaoling Tower [ o
‘K__Heat Recwer o
L . Bteam Generafor .

Gas Turking - -

Electicity. -

Compressor

Please see the Cost: Analyms Procedme - CAP”) Model attached for the ca]tulatlon of the

._percentage of the subj ect pollution oontrol property eligible for property tax. exemptlon .

-~ Applicable Rule

12, What adopted enwronmental rule or regulatlon is bemg met by the constructlon or mstallatlon*_': ;

of the propcrty/ equlpment? The cltatlon rhust be tothe subsechon level

~ for nitrogen oxides (“NOx”) for Klectrie Utllity Steam generatmg units tor New Source S
--Performance: Standards (“NSPS”)” R L

The PC Property was installed fo meet the requlrements of 40CFR° PaTt60; 471‘da(a) “Staﬁdards_ —

As well, the PC Property allows emissions to meet ¢ or. exceed Best Avmlable Control Teehnology -

emission limitations established in Federal Operatmg Permit #02338, Per 30 Texas .
Administrative Code (“TAC?) §122.143(4), the permit holder must comply with all terms and ,
conditions codified in the permit and any provtsmnal terms and condltlons required tobe -

: 1n<:1uded w1th the permlt : -

UseDetemninaﬁonforPo!Iuhon Oontrol ProperlyApp‘.iicatum—lFonnTCEQ -00611 A ‘ R Co
Effechve[)eccmberzmo T ) _ I S Pagesofy -




' En\nronmental Beneflt

13. What'is the anticipated enwronmental benef1t related to the constructlon or 1nstallatmn of thc :
property/ eqmpment? : S _

. The PC Property reduces the formatlon of and/ or controls the émission of NOx and other air -
. _ernissions associated with the cornbustlon of natural gas used in combmed cycle power
- generatlon at the Facility, - ‘ .

Sectlon 10. Process Flow Dlagram (Optlonal)

 Attach documentatlon to the apphcatton showmg a Process Flow Dlagram for the

property/ equlpment ‘ _
Please see the sunphﬁed Process Flow D1agram above fora representatlon of the combmed—cycle

- power plant

B “Sectlon 1 1 Pa rtlal Use Percentage Calcu Iatlon o
This section must be completed for all Tier I11 applications. Attach documentatlon to the.

application showing the calculations used to. determme the partlal-use percentage for the

_ _pmperty/equlpment

Please see the attachment to thlS apphcatlon for the Cost Analy51s Procedure (“CAP”) Calculatmns.

Sectlon 12. Property Categorles and Costs

* List each p1ece of property/ equipment of 1ntegrated pollutlon control property/ eqmpment for

wh1ch a use determmanon is bemg sought

o rty/Equlpment Name

Land:

| Generator ("HRSG") and Ded1cated

Property: Heat RecoveryStear-l _ — .lI_',L.,", " — ‘42.9-9%_—.—$—_:60';584}465_

Anclllary Systems

Property:

Propertw f

Total $ 26 +043, 320

' Aiiach addmonal response sheets to the apphcanon if more than three (3) pieces.

NOTE: Sep arate apphcattons must be ﬁledfor each plece of nomntegrated pollut‘ton

' control property/equtpment

Use Détermination for Pollutlon Control Property Appllcatlon—Form 'I'CEQ 00611 R . K -
Effective Decarnber 2010 o i . - Page 6 of 7




o _Tiﬂe Director

“ Section 13. Certification Signature
7 Must be slgned by owner or des1gnated representaiwe.

By S1gn1ng thls apphcatmn I certxfy that I arm duly authorized to subrmt thm appllcatlon form to’ | o
the TCEQ and that the mformatmn supphed here is true and accurate to the best of my knowledge 0
and belief. S o

PrmtedName GregMax_"r'n S S Date 6/30/2011

: P s _ ,
Sllgnaturezr C\_ — ¥ J :

—J :/_.'_- e

- 'Company Name Duff & Phelps LLC

_Under Texas Penal Code a7. 10, if you makea false statement oni thls applmatlon you could
~ receive a jail term of up to one yearand a ﬁne up to $2,000 ora pI‘lSOH term of two to 10 years
andaﬁneofup to $5,ooo S S

' Use Déterminiation for Pgllution Contrc:] Property Applicatmndl?orm I‘CEQ 00611 - ) T .
l..ffectlveDecembelzmo C _ . R o "7 Pageyofy
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Coltarwmod Enegy Gempany, LP SRt Analyald Provedurs Model DUTP & PHELPS |
Vaxpeydr: - Colloawaad Etidigy CeTnpiny, LP . . o - ' "
. “Plant:  Goliomtond Frery Cepler’ o - ' o 7

Flant Swamery; 1,200 MW 4x4 Configuration Comishent Gycle Fower Fei (2063) | -
Ptait Locatfor:  Newlon Coonly, Texss | .-
Profect? - Tior M Cost Analysls Procediire (“CAR) Calcilatfons
Date: o 30, 2011 . .

Revi 7
1, Gost Anslysle Procadusa ("GAP"} Qalculstions for Gollorwaod UNH HR3G - Farmuit_[PCFXCEN)-€CO-NPVMP
. . ' : ) ’ - L ’ ’ €CN -
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weom) W % Year ) . @R - , .
S o k
soeae T % s — sa:n.aan.s:fz .
Net Preseni Valuo Marketable Product (“NPVMPY) Calculatlon
- n N " T .
¥ U8 MpY - I8 PG .
= (1 + Imarast Rataf' .
t=1 . o .
i - s . . - - e Y g e
: . T[4 10K ’ ‘L
=1 . . R
_ IIMP s 50, Mo MP=0,

Dl Phtigs | Goa1 Ak Procaduts . ’ . Lol
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Cottonwood Energy Company. LP___ Gost Analyais Procedure Model ' _ Dt IFF& PHELPS.

Taxpayer:
Plant: -

Plant Suminary: -
Plant Location;
Pro_;ectf' .

‘Date:

- Rev:

ATTACHMENT A

. Cottonwood Energy Company, LP
Cottonwiood Energy Cenfer. -
- 1,260 MW 4x4 Conf‘gurat:on Combined Cycle Power F’Iam‘ (2003)

Newion Counly, Texas = -
Tier Il Cast Analysis Pmcedure (”CAP”) Ca!culaﬂons
Jung 30 2011 -

L7

Levellzed Cost of Enargy ("LCOE“) Modelm

'Forinulas

LCOE ($lkWh)

* Capital Recovery Factor ("CRF") C = ix( ‘4-52"-_*
s o ' ' UR NS B
BR—— f Capital . - - oo Ty leed O&M - e e e e
LCOE =( cost X . CRF ) + _Costs -~ '+ Fuel « o Heat y. =
D "Hours per-. ‘x ‘ ‘Capacity - .~ \ Cost ~ - Rate )
Year . .. .. Fagter .- . L
Calculatmns A AR
Capﬂaf Recowery Facter ©10.23% -
$  0.03079

I http:fwwww.rel. gov/analysm/lcoe documentatlon html -
Note: The Levelized Cost of Encrgy Is a calculation developed by the. Unlted States Department of Energy s
" National Renewable Energy Lab to détermine the cost of generating energy (electricity) using the design or’
- petformanca criterla for a specific power genera’ﬂon unlt The websne above gives-a more detalled descnptlon
,of the mode] and its- development . : .

- Duff & Phelps | LCOE Calculations o emoot1 - ' " Page5ofs
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Coltonwood Energy Company, LP - Gost Analysls Procadurs hodel - DUFF&PHELPS
: ATTACHWENT B - -
- - Electriclty « PV Galculations -
Differance  Perlod interesiRate PV~ Parlod
$3,664,000 1. 1,10 § 3,330,999 - -
§3,664,009 2 421§ 3028181 |

. $3,664,000. 3 - 1,331 § 2,752,802
$3,664.089 4 14641 $ 2,502,629
- §3,664,000- 5 1610581 $ 2275117
$3,664,000 6. AT7T1561 § 2,068,288 -
$3,664,000 70 18487171 § 1,880,262

. $3,664,009 8 214368881 § 1,709,329
. 83,664,000 ‘9 . 2357047691 § 1,553,036
L $3,664,000 10- . 250374246 '$ 1,412,669, -
$3,664,000 Y41 2863116708 $ . 1,284,244
. $3,664,000 127 3138428377 4 1,187,495 - .
" $3.664,099 13 . (3452271214 § © 1,081,359
- $3664,009 14 3797408336 § - 064872 -

- $3,664,099 - 15 4477248169 § -°  BY7166
$4,664,009 16 4594072986 § - 797415
" $3,664,099 7 50854470286 § 724,922

- $3,684,008 18 . 5550917313 § . 859,020 .

" $3,664,009 18 . 6415009045 % se9joe .l o
$3,664,009 20 . 6.727409948 § 544,645 -
$3,664,009- 21 7400249944 § - 495,132 o

- $3,664,008 .22 . -B140274939 §. . 480,120 . o
s 3 BBA OB e D e (G B4B0248F - - - 409,200 ot i R
' . $3,664,000 24 . 9840732676 §. - 372000

| $3.864,008 C 25, 1083470504 ¢ . sagMB2
$3,664,060 28" 1191017654 § 307,438

" - 53,864,009 27 3.10099419 $ 279,488

L U$3,864,0987 7Y 26 1442099361 F 7 . 2540817 -

. $3,664,099° . 28 . 1586308297 § . 230,983,

- 7. $3664,009 B0 - 1744040227 § - 209,984
NPVHP: $ 541,145

Duff & Phelps | P:msanl Valus Calculgtionsr'
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S | DUFF&PHELPS

TCEQ Cushior's Office - MC-214 Decomber 2, 2011
Bullding A ' :

12100 Park 35 Chrole

Austin, TX TE753

Re: . Application for Use Determination for Alr Poliution Gontrol Property l.ocated at
Cottonwoed Energy Cemter in Newton County, Texas

Enclosed please find cne application (the “Application”) for property tax exemption for Air
Pollution Gontrot Property located at Cottonwood Energy Center (the “Facility”) In Newton County,
Texas. A copy of the Application has been prowded for the appraisal districk.

Pursuant to Titla 30 of Chapter 17 of the Texas Administrative Code, the Application has been
prapared using the Texas Conimission on Environmental Quality ("TCEQ") Application for Use
Determinatior for Pollution Control Property, The enclosed application is'a Ther 11l Application,
Submission of this Application is reduired as a process step In the TCEQ'S pellution control
cerfification process for tax exemption of cortdln assets used in pollution control capatitives within
the Facllity. As outlined by the application instructions, the fee for this Tier 11l Application is
$2,500, Please find enclosed a check for the $2,500 Tler HI Application Fas.

The Application can be summatrlzed as follows:

Property Descrintion Estimated Caét _

Unit 2 Heat Racovery Steam Ganerator ("HRSG”) _ .
and Dedicated Ancillary Systems $ 26,043,320

Tier Il
Please send one copy of the completed property tax exemption Use Determinatian to the
following address: ‘

Mr. Greg Maxim

Duff & Phelps LLC

919 Congress Avenus, Suite 1450
Austin, TX 87801

Duff & Phelps, L1.C T 1512 671 6660 gragory.maxlfi@duffandphsips.com
919 Congress Avenue #1612 351 7911 www.dulfandpholps.com
Sultg 1450

Austin, TX 78701



TCEQ Cashler's Offlcs
June 30, 2011
Page 2 of 2

If you have any questions regarding the Application or the informatiaon supplied within the
Application, please contact me, Greg Maxim, Director, Duff & Phelps LLC, at (512) 671-5580 or
by e-mail at gregory maxim@duffandohelps.com.

Very fruly yours,

Sp—

~ Gregory Masxim
Director
Spacialty Tax

Enclosures

e Ms. Kathryn Tronsberg Macciooca {Duff & Phelps, LLC)




Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Properiy Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17), Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Control Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900.,

You must supply information for each field of this application form unless
otherwise noted.

Section 1. Eligibility

1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [_] No

2. Isthe property/equipment used solely to manufacture or produce a produet or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [[] No

3. Was the property/equipment acquired, constructed, installed, or replaced before January 1,
19047 Yes [ | No

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information

1. What is the type of ownership of this facility?

Corporation [] Partnership [] Utility []
Sole Proprietor [_] Limited Partner [] , Other: Limited Liability

2. Size of Company: Number of Employees

1to 99 [X] 500 to 999 [] 2,000 t0 4,999 []
10010 499 [] 1,000 t0 1,999 [] 5,000 Or more

3. Business Description: (Briefly describe the type of business or activity at the facility)
Natural Gas-Fired Electric Power Generation

4, Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Flectric Power Generation, fossil fuel

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page1of7



Section 3. Type of Application and Fee

1. Select only one:
Tier I - Fee: $150 [ Tier 11 — Fee: $1,000 [] Tier IIT - Fee: $2,500

2. Payment Information:

Check/Money Order/ Flectromc Payment Receipt Numbel
Payment Type: Check 5{1%

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the apphcatmn to cover the required fee,
Section 4. Property/Equipment Owner Information
Company Name of Owner; Cottonwood Energy Company LP
Mailing Address: 976 County Road 4213
City, State, Zip: Deweyville, TX. 77614
Customer Number (CN): CN602765687
Regulated Entity Number (RN):RN100226109
Ts this property/equipment owned by the CN listed in Question 47 Yes [} No []
Ifthe answer is ‘No,’ please explain: N/A 7
7. 1s this property/equipment leased from a third party? Yes [ No
Ifthe answer Is Yes,’ please explain: N/A
8. Isthis property/cquipment operated by the RN listed in Question 5?7 Yes No [

AN S e

If theanswer s Noy please-explain:— N4

Section 5. Name of Property/Equipment, Operator (If
different from Qwner)

1. Company Name: N/A

2. Mailing Address: N/A

3. City, State, Zip: N/A

4, Customer Number (CN): N/A

5. Regulated Entity Number (RN):N/A

Section 6. Physical Location of Property/Equipment
1, Name of Facility or Unit where the property/equipment is physically located:

Cottonwood Energy Center
2. Type of Mfg. Process or Service: Natural Gas-Fired Electl ic Power Generation

Use Determination for Pollrtion Control Property Application—Form TCEQ-00611
Effective December 2010 Page 20f7



3. Street Address: 976 County Road 4213
4, City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newlon County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Company Name: Duff & Phelps, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation: Mr. [ Mrs, [] Ms.[[] Dr. [] Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7911
Fmail Address; Gregory.maxim@duifandphelps.com

10. Tracking Number {optional): CC—E%*‘%‘?%, -

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit:

For each piece, or each category,nof pollution-control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution conirol

b S R A U

property/equipment i a use determination is being sought for more than one (1) piece.

General Information
1. Name the property/equipment:

Unit 1 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

2. Isthe property/equipment used 100% as pollution control equipment? Yes [] No

If the answer is ‘Yes,” explain how it was determined that the equipment is used 100% for
pollution control: N/A. See Caleulation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model, -

3. Does the property/equipment generate a Marketable Product? Yes No [
Ifthe answer is ‘Ves,’ describe the marketable product: Electricity

4. What is the appropriate Tier I Table or Expedited Review List number? ERL #8
Is the property/equipment integrated pollution control equipment? Yes No []

Use Determination for Polletion Control Propevty Application—Form TCEQ-00611
Effective December 2010 Page gof7



Ifthe answer is ‘No,’ separate applications must be filed for each piece of
property/equipment.
6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference
7. Isthe Tier I Table percentage based on the incremental cost difference? Yes [] No [ N/A
If the answer is ‘Yes,’ answer the following questions: '
. What is the cost of the new plece of property/equipment? N/A
9. What s the cost of the coﬁipara_ble property/equipment? N/A
10, How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Description
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background; Coltomwood Energy Cenier

The Cottonwood Fnergy Center (the “Facility”) is a natural gas-fired, combined cyele power
generating facility located in Deweyville, Newton County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heat recovery steam generators (“HRSGs”), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in December 2003, It has a base load capacity of 1,260 MW.  The Facility serves
the SERC Reliability Corporation region. ' :

Pollution Conivol Property Description — Cottonwood Unit 2 HRSG

'The pollution control property described in this Application is the Unit 2 HRSG and dedicated
‘ancillary system (the “PC Property”} installations,

Cottormwood Unite HRSG

_ __ _..___ __ The Facility consists of a.combined-cycle gas turhine power plant with four (4) gas Combustion
Turbines (“CTs™) each equipped with HRSGs and dedicated ancillary systems necessary to
capture heat from the CTs’ exhaust and convert it into electrical power, The Unit 2 TIRSG
captures the waste heat of combustion from the Unit 2 CT exhaust gas and utilizes this waste
heat to produce stearn, which in turn powers a.steam turbine-generator set to produce electric
power at the Facility in addition to the electric power generated by the CT alone.

The Facility gains both production and pollution control bénefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 2 HRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 2 CT exhaust gas results
in the conversion of approximately 50% of the chemieal energy of the natural gas utilized at the
Facility into electricity (HHV basis}, a gain over the use of the fuel by these CTs alone.
Secondly, due to this efficiency gain, the Facility is able to generate fewer emissions
(particularly NOx emissions) than a traditional power generation facility utilizing a single
thermodynarmic eycle; thus supporting the subject PC Property’s inclusion on the Expedited
Review List. '

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective Deceniber 2010 ) Page 4 of 7



The Figure below is representative of a simplified combined-cycle plant process flow.
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Please see the Cost Analysis Procedure: (“CAP”) Model attached for the calculation of the
percentage of the subJect pollutlon control property ehgxble for property tax exemptlon

Appllcable Rule

12. What adopted envirgnmental rule or reguiatlon is being met by the construction or installation

of the property/equipment? The citation must be o the subsection level.

! The PC Property was installed to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx”) for Electric Utility Steam generating units for New Source
Performance Standards (“NSPS”)”,

Aswell, the PC Property allows emissions to meet or exceed Bost Available Control Technology
‘emission limitations established in Federal Oper: atmg Permit #02338. Per 30 Texas:
Administrative Code (“TAC”) §122,143(4), the permit holder must comply with all terms and -
conditions codified in the permit and any provisional terms and conditions requiredtobe -
included with thie permit. :

Use Detertnination for Pollution Control Pmpelty Apphcation—-Form TCEQ-Go611

Effecuve Decembir 2010 Page 5of7



Environmental Benefit

13. What is the anticipated envivonmental benefit related to the construction or installation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NO, and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility, '

Section 10. Process Flow Diagram (Optional)

Attach documentation to the application showing a Process Flow Diagram for the
property/equipment. '

* Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant. :

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier 11T applications. Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the
property/equipment.

Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought, '

Tier 1 Table No. .
Property/Equipment Name or FExpedited ng:nt E.stlm{afgeiﬁeDollar
Review List No.
——fhandi—— ———
Property: Heat Recovery Steamn N/A 42.99% | $ 60,584,465
Generator ("HRSG") and Dedicated )
Ancillary Systems
Property:
Property:
Total: | $§ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollution
conirol property/equipment,

Use Determination for Pollution Control Property Application—-Form TCEQ-00611

Liffective December 2010 Page 6 of 7



Section 13. Certification Signature

Must be signed by owner or designaled representative.

By signing this application, I certify that I am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief.

Printed Name: Greg Maxim Date: 12/2/2011
Signature: /_. ~ e e
) !

Title: Director
Company Name: Duff & Phelps, LLC

Under Texas Penal Code 37.10, if you make a false statement on this application, you could
receive a jail term of up to one year and a fine up to $2,000, or a prison term of two to 10 years

and afine of up to $5,000.

Use Determination for Pollution Control Property Application—Form TCEQ-00611

Effective December 2010 Page 7 of 7
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Taxpayer:
Flant;

Plant Surmmary:
Plamt Location:
Project!

Date:

Rov:

Laveilzed Cost of Enarg

F nrmulas

Cottonwood Energy Company, LP '

Gost Analysis Procedure Model

DUFF&PHELFS

ATTACHIENT B

Gotfonwond Energy Company, LF

Cottonwood Energy Center

1,260 MW x4 Conflguration Gombined Cycle Power Plant (2003)
Newton Counly, Texas

Tier il Cost Analysis Procedure {"CAP") Cafculatfons

Devember 2, 2071

0.

v ("LCOE™) Modet™!

Capital Racovery Factor {

Capital .
LCOE = - Cost X CRF

"CRFY) = ik (14

} , Fixed OBM

Hours pet -' Capacity Cost

Gosts _, { Fuel Heat )
Rate

Yaar . s " Fautoer

Caigulations

Cagpital Recovery Factor

LCOE ($/KWh)

10.23%

$ 0.03079

" hittpefiwwwe.nrel.govianalysis/icoe_documentation.himl

= = ————Nofer-—The- Lovelized Cost-of-Energy-ls-a-calgulation-develsped-by the United- States Departm@nt of Energy's

National Renewable Enargy Lab to delermine.the cest of generating energy (elecirielty) using the design or
performance critaria for a specific power generation n i The Web‘ilte above gives a more detalled description

of the modei and its cfeve!apment

Duff Pheips 1 Cottorwood Unit 2 HRSL: C,.AF’ Caicuiations _ 12202011 Page 6 of 6
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Attachment C




DUFF&PHELPS

TCEQ Cashiet's Offics - MG-214 Decermber 2, 2011
Building A .

12100 Park 38 Clrcle

Austin, TX 78753

Re: Application for Use Determination for Air Pollution Control Property Located al
Cotfonwood Energy Center In Newton County, Texas

Enclosed please find one application (the “Application”) for property tax exemption for Air -
Pollution Control Praperty located at Cottonwood Energy Center (the “Facility”) in Newton Gounty,
Texas. A copy of the Application has been provided for the appraisal district.

Pursuant to Title 30 of Chapter 17 of the Texas Administrative Code, the Application has baen
prepared using the Texas Commission on Environmental Quality (“TCEQ"} Application for Use
Determination for Pollution Control Proparty. The enclosed appilication is a Tier Il Application.
Submisslan of this Application Is required as a process step In the TGEQ's pallution control
certifisation process for tax exeription of certain assets used in pollution control capacities within
the Facility. As outlined by the application instructions, the fee for this Tier 1l Application s
$2,500. Please find encioséd a check for the $2,600 Tier Nl Application Fes.

The Application can be summarized as follows:

Property Description Estimated Cost

Linit 3 Heat Resovery Steam Generator ("HREG") S A
and-Dedicated Anglllary Systems $ 26,043,320

Tler i}
Plaase send one copy of the completad property tax exemption Use Determination o the
following address: '

Mr. Greg Maxim

Duff & Phelps LLGC

019 Congrass Avenus, Sulte 1460
Austin, T &7801

Dulf & Phelps, LLC v 15156718580 - gregory.maxim@dulfandphiclns.com

919 Corigrass Avenus ' F ol B2 351 7RI www.duffandphelps.com
Sulte 1450 . .

Austin, TX 78701



TCEQ Cashler's Office
December 2, 2011
Page 2 of 2

If you have any questions regarding the Application or the information supplied within the
Application, please contact me, Greg Maxim, Director, Duff & Phalps LLC, at (612) 671-6580 or
hy e-mail at gregery. maxim@duffandphealps.com.

Vary truly yours,

M=

Gragory Maxim
Diractor
Specialty Tax

Enclosures

cel Ms. Kathryn Tronsberg Macclocca {Duff & Phelps, LL.C)




Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form. For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information

‘relating to completing this epplication form is alsé available in the TCEQ regulatory guidance

document, Property-Tax Exerptions for Pollution Control Property, RG-461. For additional
assistance, please call the Tax Relief Program at 512-239-4900. :

You must supply information for each field of this application form unless
otherwise noted. -

Section 1. Eligibility

1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [] No D4

2. Is the property/equipment used solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [ ] No

3. Was the property/equipment acquired, constructed, installed, or replaced before January 1,

1994? Yes [_] No

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

Section 2. General Information

1. What is the type of ownership of this facility?

Corporation [] Limited Partner [_] Other: Limited Liability
Sole Proprietor [] Utility [ Corporation
Partnership [ ]

2, Size of Company: Number of Employees

1t0 99 500 to999 [ 2,000 10 4,999 [
100 to 499 [] 1,000 10 1,999 [ 5,000 Or Tore

3, Business Description: (Briefly describe the type of business or activity at the facility).
Natural Gas-Fired Electric Power Generation

4. Provide the North American Industry Classification System (NAICS) six-digit eode for this
facility. 221122 - Electric Power Generation, fossil fuel

Use Determination for Poliution Control Propesty Application—Form TCEQ-oaé11
Effective December 2010 ' Pageiofy



A ol

Section 3. Type of Application and Fee

1. Select only one:
Tier I Fee: $150 [] Tier 11 ~ Pee: $1,000 [] Tier 111 — Fee: $2,500

2, Payment Information:

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check $11%

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

NOTE: Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the application to cover the required fee.
Section 4. Property/Equipment Owner Information
Company Name of Owner: Cottonwood Energy Company LP
Mailing Address: 976 County Road 4213
City, State, Zip: Deweyville, TX 77614
Customer Number (CN); CN602765687
Regulated Entity Number (RN):RN100226109
Ts this property/equipment owned by the CN listed in Question 4? Yes [X] No [
Ifthe answer is ‘No,’ please explain: N/A
7. 1sthis property/equipment leased from a third party? Yes [ ] No
Ifthe answer is ‘Yes,’ please explain: N/A
8. Isthis property/equipment operated by the RN listed in Question 57 Yes X No [

A

If the answer 15 ‘No," pleuseexpluin: N/A
Section 5. Name of Property/Equipment Operator (If
different from Owner)
I. Company Name: N/A
2. Mailing Address: N/A
3, City, State, Zip: N/A
4. Customer Number (CN): N/A
5. Regulated Entity Number (RN):N/A

Section 6. Physical Location of Property/Equipment
1. Name of Facility or Unit where the property/equipment is physically located:

Cottonwood Energy Center .
2. Type of Mfg. Process or Service: Natural Gas-Fired Electric Power Generation

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Fffective December 2010 ’ Pagezoly



3
4,

Street Address: 976 County Road 4213
City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority

1.
2.

Appraisal District: Newton County
District Account Number(s): 9900015-0805153

Section 8. Contact Name

o T A - o e

Company Name: Duff & Pheips, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation; Mr. I Mrs. [] ' Ms. [] Dr. [] Other:

Title: Director

Mailing Address: 919 Congress Avenue, Suite 1450

City, State, Zip: Austin, TX 78701 .

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7911
Email Address: Gregory.maxim@duffandphelps.com

- 10. Tracking Number {optional): CC-2012-03

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

For each piece, or each category, of pollution control property/equipment for which a use
determination is being sought, answer the following questions.

Attach additional response sheets to the application for each piece of integrated pollution control

property/equipment if a use determination is being sought for mmore than one (1) plece:

General Information

1.

Name the property/equipment:

Unit 3 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems

Is the property/equipment used 100% as pollution control equipment? Yes ] No X

If the answer is ‘Yes,’ explain how i was determined that the equipment is used 100% for
pollution control: N/A. See Caleulation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model.

Does the property/equipment generate a Marketable Product? Yes No [_]

If the answer is ‘Yes,' describe the marketable product: Flectricity

What is the appropriate Tier [ Table or Expedited Review List number? ERL #8

Is the property/equipment integrated pollution control equipment? Yes X No [}

Use Determination for Pollution Contral Property Application—-Form TCEQ-00é11

Effective December 2010

Pagegof 7



If the answer is ‘No,’ separate dpplicaﬁons must be filed for each piece of
properfy/equipment. . : _
6. List applicable permit number(s) for the property/equipment: Title V Operating Permit 02338

Incremental Cost Difference -

7. Tsthe Tier I Table percentage based on the incremental cost difference? Yes [ No [] N/A[K
Ifthe answer is ‘Yes," answer the following questions: '

8. What is the cost of the new piece of property/equipment? N/A

9. What is the cost of the Comparélblc property/equipment? N/A

10. How was the value of the comparable property/equipment calculated? N/A

Property/Equipment Pescription
11. Describe the property/equipment. (What is it? Where is it? How is it used?)
Background: Cottomwood Frergy Center ‘

The Cottonwood Energy Center (the “Facility”) is a natural gas-fired, combined cycle power
generaling facility located in Deweyville, Newton County, Texas, Four GE 7-FA combugtion .
turbines are routed to four Foster Wheelér heat recovery steam generators (“HRSGs™), which
provide steam to four Alstom steam turbine-generator sets. The Facility began commercial
operation in Decembet 2003, It has abase load capacity of 1,260 MW. The Facility serves
the SERC Reliability Corporation region,

Poltution Control Properly Description - Coltomwood Unit 3 HIRSG

The pollution contrel property deseribed in this Application is the Unit 3 HRSG and dedicated -
ancillary system (the “PC Property”) installations.

Cottomwood Unit 3 HRSG ‘ ' .

___The Facility consists.of a combined-cyele gas turbine power plant with four (4) gas Combustion
Turbines (*CLs”) each equipped with HRSGs and dedicated ancillary systems necessary 1o -
c¢apture heat from the CTs’ exhaust and convert it into electrical power. The Unit 3 HRSG
captues the-waste heat of combustion from the Unit 3 CT exhaust gas and utilizes this waste
heat to produce steamn, which in turn powers a steam turbine-generator set to produce electric
power at the Facility in addition to the electric power generated by the CT alone,

The Facility gains both production and pollution eontrol benefits from the subject PC Property.
First, the use of this waste heat of combustion by the Unit 3 HIRSG creates a thermal efficiency
benefit for the Facility. Specifically, the use of waste heat in the Unit 3 CT exhaust gas results
in the conversion of approximately 50% of the chemical energy of the natural gas utilized at the
Facility into electricity (HHV basis), a gain over the use of the fuel by these CTs alone,
Secondly; dus to this efficiency gain, the Facility Is-able to generate fewer emissions
(particularly NOy enissions) than a traditional power generation facility utilizing a single
thermodynamic cycle; thus supporting the subject PC Property’s inclusion on the Expedited
Review List, '

Use Determination for Pollution Control Praperty Application—Fori TCEQ-00611 :
Effective December 2010 ) . Page 40f 7



The Figure below is representative of a simplified combined-cycle plant process flow,
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Please sée the Cost Analysis Procedure (“CAP”) Model attached for the caleulation of the
percentage of the subject pollution control property eligible for property tax exemption.
Applicable Rule

12, What adopted environmental rule or regulation ig being met by the construetion or installation

of the property/equipment? The citation must 5¢ to the subsection level.

The PC Property was installeéd to meet the requirements of 40 CFR Part 60.44da(a) “Standards
for nitrogen oxides (“NOx”) for Electrie Utility Steam generating umits for New Source
Performance Standards (“NSPS")".

As well, the PC Property allows emissions to meet or exceed Best Available Control Technology
emigsion limitations established in Federal Operating Permit #02338. Per 30 Texas
Administrative Code (“TAC”) §122.148(4), the permit holder must comply with all terms and
conditions codified in the permit and any provisional terms and conditions required to be
included with the permit, '

Use Determination for Pollution Control Property Application-Form TCEQ-00611
Effective December 2010 ] Page 5 0f 7



Environmental Benefit

13. What is the anticipated environmental benefit related to the construction or installation of the |
property/equipment? : :

The PC Property reduces the formation of and/or controls the emission of NO, and other air
emissions associated with the combustion of natural gas used in combined cycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)

Atlach documentation to the application showing a Process Flow Diagram for the
property/equipment,

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant. . _

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier III applications, Attach documentation to the
application showing the calculations used to determine the partial-use percentage for the
property/equipment. _ _
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations.

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought,

Tier 1 Table No. .
. . Use | Estimated Dollar
Property/Equipment Name or Expedited ’
_ Review List No. Percent Value

Land: _———
Property: Heat Recovery Steam N/A _ 42.99% | % 60,584,465
Generator ("HRSG") and Dedicated
Ancillary Systems
Property:
Property:

Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegraled pollution
control property/equipment,

Use Determination for Poilution Control Property Application—Form TCEQ-0061%

Effective December 2010 Page 6 of 7



Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, I certify that I am duly authorized to submit this application form to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief.

" Printed Name: Greg Maxim Date: 12/2/2011

Signature: 6Y\ UNT
e

Title: Director

Company Name: Duff & Phelps, LLC

Under Texas Penal Code 37.10, if you make a false statement on this application, you could
receive a jail term of up to one year and a fine up to $2,000, or a prison term of two to 10 years
and a fine of up to $5,000.

Use Determination for Pollution Control Property Application—Form TCEQ-00611

Effective Decomber 2010 Page 70f7
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Cottonwood Energy Company, LP Gost Analysts Procadure Model DUrFFEPHELPS

Taxpayer:
Plant:

Plant Summary:

Plant Location:
Project:

Date:

Hev:

 ATTAGHMENT B

Coltonweod Energy Company, LP

Coltorwood Energy Canter

1,260 MW 4x4 Configuration Combined Cyole Power Plant (2003)
Newton Gounty, Texas

Tier Il Cost Analysis Procedure ("CAPY) Calculations

December 2, 2011

0

Levelized Cost of Energy {"LCOE") Modal™"

.Fa.rmulas o
Capital Recovery Factor ("ORF") = ix ()
' (1)1
Capltal ' Flxed O&M
LCOE = Cost . * CRF ' ) N Costs o [ Fuel X Heal
Hours per X - Capacity . - Cost Rate
Year S Factor
Eamula‘tmnﬁ _
Capltal Recaovery Faclor . 10.23%
$ 003079 -

LCOE ($/kWh)

M hitp:fwww.nrel govianalysis/lcos  decurmentation.htmi

smmes - —————Nte: Therlevelized Cost of Enargy-is-a-caleulation-develeped-by-the- Umted States-Liepartmentof E,nerqu

National Renewable Energy Lab lo determine the cost of generating energy {electricity) using the design or
performance critaria for & spacific power generation umt The website above gives a mare detailed desonptlon

of the mode! and its development,

Duff Phelps | Cottonwood Unlt 3 HREG CAP Calaulations 12/27201
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Attachment D




TGEQ Cashler's Office - MC-214 0. ' Dasember 2, 2011
Butcling A S . _ : -

12100 Park 35 Circle

Austing TX 78753

o Ré: | Applmatior; for Use Determmatlon f’or Air Pgilution Gantral Proaerty Locatad at

Cottc:nwood Emrgy Cemer In Newton County, Texes

Enclosed please find one application (the "Application”} for property tax exémptlon'fdr_Ai‘r ‘
Poltution Control Property looated at Collonwood Energy Center (the *Facility”) in Newton County,
Tex-as, Accopy of the Application has been prc.vlded f'o‘r the appraiss;ai dlstrict. s

F’urﬁuant to T tie 30 af Chapser 17 of the Texas Admumstrat;ws Code, the Applicatéon has beer

cerﬁfica’uon process for tax ax@mptnoﬂ of cer‘tam aaaets used In paflulian ccmtrol capacatxes withie

the Fadility, As outiined byihe app%matwn instructions, the fee for this Tier il ‘Application is

$2,500. Please find enclosed a check for the_$2 B00.Tler 11} Application Fee,

 The Application car be summarized e follows:!

Property L Destription } . ... Estimated Cost.
Unit 4:Heat Recovery Steam Generator (HRSEG" - $.26 0 43-:'3_2-0

Ter ll - * and Docicated Arcllay Systoms

PleaSe send c:sne copy. of the compieted property tax examptlon Use De[erminaﬂon ta thea

following address

Nir. Greg-M-axlm'

Buff & Phelps LLG -
919 Congress Avenue, Suite 14aO
Austin, TX _87‘801

DUl & Pheips, LLG 1 41 812 674 G460 greggbry, MG BURAARHEIps e

8149 Congress Avenue ) # #1512 351 194 vivesy duffandphalps.com
Suite 1450

Auglin, TX 78701



TCEQ Cashler's Qfficy
Decembar 2, 2011
Page 2 of 2

If you have any questions regarding the Application or the information supplied within the
Application, please contact me, Greg Maxim, Director, Duff & Phelps LLC, at (512} 6715580 or
by e-mall at gregory.maxim@duffandphelps.com.

Very truly yours,

A

it
Gregory Maxim
Director
Specialty Tax
Enclosures

ce: Ms. Kathryn Tronsberg Macciocoa (DUff & Phelps, LLC)




Texas Commission on Environmental Quality

Use Determination for Pollution Control Property
Application

A person seeking a use determination must complete this application form, For assistance in
completing the application form please refer to the Instructions for Use Determination for
Pollution Control Property Application Form TCEQ-00611, as well as the rules governing the
Tax Relief Program in Title 30 Texas Administrative Code Chapter 17 (30 TAC 17). Information
relating to completing this application form is also available in the TCEQ regulatory guidance
document, Property-Tax Exemptions for Pollution Control Property, RG-461, For additional
assistance, please call the Tax Relief Program at 512-239-4900.

You must supply information for each field of this application form unless
otherwise noted,

Section 1. Eligibility
1. Isthe property/equipment subject to any lease, lease-to-own agreement, or environmental
incentive grant? Yes [] No

2. Isthe property/equipment tised solely to manufacture or produce a product or provide a
service that prevents, monitors, controls, or reduces air, water or land pollution?

Yes [] No [X

3. Was the property/equipment acquired, constructed, installed, or replaced before January 1,
1994? Yes [] No X ' :

If the answer to any of these questions is ‘Yes’, then the property/equipment is not eligible for a
tax exemption under this program.

1. What is the type of ownership of this facility?

Corporation [] * Limited Partner [] Other: Limited Liability
Sole Proprietor {] Utility [] Corporation -
Partnership []

2. Size of Company: Number of Employees
1to 99 [ 50010999 [] 2,00010 4,999 [
100 to 499 [] , 1,000 t0 1,999 [] 5,000 Or More

3. Business Descripiion: (Briefly describe the type of business or activity at the facility)
Natural Gas-Fired Electric Power Generation

4. Provide the North American Industry Classification System (NAICS) six-digit code for this
facility. 221122 - Electric Power Generation, fossil fuel

Use Determinalion for Pollution Contrel Property Application—Form TCEQ-c0611
Effective Decomber 2010 Page1of7



————Iftheunsweris No,” pleaseexplain:—N/A

Section 3. Type of Application and Fee

1. Select only one:
Tier I — Fee: $150 ] Tier IT — Fee: $1,000 [] Tier ITI — Fee: $2,500 [X

2. Payment Information;

Check/Money Order/Electronic Payment Receipt Number:
Payment Type: Check 571i

Payment Amount: $2,500

Name on payment: Duff & Phelps

Total Amount: $2,500

NOTE; Enclose a check, money order to the TCEQ, or a copy of the ePay receipt
along with the application to cover the required fee. '
Section 4. Property/Equipment Owner Information
Company Name of Owner: Cottonwood Energy Company LP
Mailing Address: 976 County Road 4213
City, State, Zip: Deweyville, TX 77614
Customer Number (CN): CN602765687
Regulated Entity Number {RN):RN100226109
Is this property/equipment owned by the CN listed in Question 4? Yes K No []
If the answer is ‘No,’ please explain: N/A
7, Isthis property/equipment leased from a third party? Yes [1 No
If the answer is ‘Yes,’ please explain: N/A
8. Isthis property/equipment operated by the RN listed in Question 5? Yes No [T

IS O

Section 5. Name of Property/Equipment Operator (If
different from Owner)

1. Company Name: N/A.

2. Mailing Address: N/A

3. City, State, Zip: N/A

4. Customer Number (CN): N/A

5. Regulated Entity Number (RN):N/A

‘Section 6. Physical Location of Property/Equipment
1. Name of Facility or Unit where the property/equipment is physically located:

Cottonwood Energy Center
2. Type of Mfg. Process or Service: Natural Gas-Fired Electric Power (Generation

Use Determination for Pollution Control Property Ap;ﬁ]l'catfcn—l?oml TCEQ-00611
Effective December 2010 : Pagezof 7



I - I R

3. Street Address: 976 County Road 4213
4, City, State, Zip: Deweyville, TX 77614

Section 7. Appraisal District with Taxing Authority
1. Appraisal District: Newton County
2. District Account Number(s): 9900015-0805153

Section 8. Contact Name

Compaﬁy Name: Duff & Phelps, LLC

First Name of Contact: Greg

Last Name of Contact: Maxim

Salutation: Mr, [ Mrs, (] Ms, [] Dr. [[] Other:
Title: Director ‘

Mailing Address: 919 Congress Avenue, Suite 1450
City, State, Zip: Austin, TX 78701

Phone Number/Fax Number: (P) 512-671-5580; (F) 512-351-7911
Email Address: Gregory.maxim@duffandphelps,com
{0. Tracking Number {optional); CC-2012-04

Section 9. Property/Equipment Description, Applicable Rule,
and Environmental Benefit

Tor each piece, or each category, of pollution control prbperty/ equipment for which a use
determination is being sought, answer the following questions.

Attach additional r'ésponse sheets to the application for each piece of integrated pollution control

‘property/equipment if a use determination is being sought for more than one (1) piece.

General Information

1, Name the property/equipmetit:

Unit 4 Heat Recovery Steam Generator ("HRSG") and Dedicated Ancillary
Systems :

2. Isthe property/equipment used 100% as pollution control equipment? Yes O No

If the answer is ‘Yes,’ explain how it was determined that the equipment s used 100% for
pollution control; N/A. See Calculation of Percentage of pollution control Property in
attached Cost Analysis Procedure (“CAP”) Model. :

3, Does the property/equipment generate a Marketable Product? Yes No []
Ifthe answer is ‘Yes,’ describe the marketable product: Electricity

4. What is the appropriate Tier I Table or Expedited Review List number? ERL #8

5. Isthe property/equipment integrated pollution control equipment? Yes [X] No []

Use Determination for Pollution Control Property Application—Form TCEQ-00611
Effective December 2010 Page gof 7



Ifthe answer is. ‘No, separate’ applfcanons must be filed for each prece of
property/equqa ment,
6. List apphcable pernmt number(s) for the property/ equlpment* Title V Operatlng Permlt 02338 :

Incremental Cost D lfference
9. 1s the TierI Table percentage based o the 1ncremental cost drfference? Yes [J No [ N/A 4
If the answer is ‘Yes,’ anster thefo!lowmg questions:
8. Whatis the cost of the new piece of property/equipment? N/A
9. Whatis the cost of the comparable proper‘cy/equlpment? N/A.
10. How was the value of the cOmparable pmperty/ equipment ealcula’ced? N/A

_ _nvrgy Cmter

: The Cottonwood Energy Center (the “Faclhty' Y s a natural gas-ﬁred combmed cycle power
generating facility located in Deweyville, Newton County, Texas. Four GE 7-FA combustion
turbines are routed to four Foster Wheeler heat recovery steant generators (“HRSGs™), which
provide steam to. four Alstom steam turb1ne~generator sets. The Facility began commercial
operation in December 2003, It has a base load capacity of 1,260 MW.  The Faeility setves
the SERC Reliability Corporation region, _

 Pollution Control Properm ﬂeem*zption o~ Coﬂonwaod Unim HRSG

The pollutmn control. property described in this Appllcatlon is the Unit 4 I-IRSG anﬂ dedlcated
ancillary system (the “PC Property”) 1nstallat10ns R _

Cottomueod Unit 4 HRSG -

‘Turhines (“CTs") each equipped with HRSGs and dedicated ancillary systems necessary 16
capture heat fromi the CTs” exhaust and convert it into electrical power, The Unit 4 HRSG -
captures the waste heat of combustion from the Unit 4 CT exhaust gas and utilizes this waste
heat to produce steam, which in turn powers a steam turbine-generator set to produce eleetnc E
power at the Facﬂity in addltlon to the electrw power generated by the CT alone '

mom oo . _The Facility- consists.of a combmed—cycle gas turbm&power plant with four (4) gas Combusnon .

Facxhty into electmmty (HHV basxs), a gain over the use of the Fuel b ihese Cl‘s alone

~ Secondly, due to this efficiency gain, the Facility is able to: gerierate ewer ethissions .
(particularly NO, emissions) than‘a traditional power generatlon facility utilizing a single
thettnodynamic cyclo ; thus' supportmg the subJ ect PC Property’s 1nc1usmn on the Expedlted
Review List.

e Deéterminaltion for Pollution Conty o] Prnperty Apphcatmnanrm TCEQ—DGGH o S :
" Etfgctive Deceifiber 2010 o . o — . : - Page gofy



The Figure below is representative of a simplified combined-cycle plant process flow.

Codling Tower [T

_ Condehseri“f"' '
Elacrmclhf»«u .—- [

““"C:Jf“"?‘“‘““‘“
Sbeam.Generalnr.
- Gas Turbine - S
O RS SS = g _Elechicfty'

Ploase see the Cost Analysm Procedure (“CAP”) Model attachod for the calculation of the
pereentage of the subJect pollutwn t:ontrol property ehgible for property tax exemptlon. _

Appllcable Rule

12, What adopted environmental rule or- regulatmn ig bemg met by the constructlon or 1nsta11atlon o

of the property/ equiprnent? The citation must be to the subsection level.

“The PC Propetty was installed to meet the requirements of 40 CER Part 60, 44da(a) “Standalds .

for nitrogen oxides (“NOx”) for Electrie Ut111ty Steam generatmg units for New Source
Performatice Standards (“NSPS”)” ' .

As Well the PC Property allows. emissmns to meet or exceed Best Avallable Control Technology
emission limitations established in Federal Operatlng Permit #02338, Per 30 Texas
Administrative Code (“TAC”) §122.143(4), the permﬂ: holder must comply with all terms and
conditions codified in the permit and any prcmsmnal terms and cOHdlthnS required to be

* included with: the permlt‘ o . :

Use Determination for Pollution Control Pmperty App]icatlon_Fonn TCEQ 00611 ) :
Effcctwﬂ December 2010 . : _ ) o Page 50f7



Environmental Benefit
13, What is the anticipated environmental benefit related to the construction or installation of the
property/equipment?

The PC Property reduces the formation of and/or controls the emission of NOx and other air
emissions associated with the combustion of natural gas used in combined eycle power
generation at the Facility.

Section 10. Process Flow Diagram (Optional)

Attach documentation to the application showing a Process Flow Diagram for the
property/equipment.

Please see the simplified Process Flow Diagram above for a representation of the combined-cycle
power plant,

Section 11. Partial-Use Percentage Calculation

This section must be completed for all Tier III applications. Attach documentation to the

 application showing the calculations used to determine the partial-use percertage for the

property/equipment.
Please see the attachment to this application for the Cost Analysis Procedure (“CAP”) Calculations:

Section 12. Property Categories and Costs

List each piece of property/equipment of integrated pollution control property/equipment for
which a use determination is being sought.

Tier 1 Table No. -
Property/Equipment Name or Expedited P(}gg:nt Estlmétaciie[)ollar
Review List No.
Land:— :
Property: Heat Recovery Steam N/A 42.99% | $ 60,584,465
Generator ("HRSG") and Dedicated
Ancillary Systems
Property:
Property: _ _
Total: | $ 26,043,320

Attach additional response sheets to the application if more than three (3) pieces.

NOTE: Separate applications must be filed for each piece of nonintegrated pollution
control property/equipment.

Use Datermination for Pollution Controt Property Application—Form TCEQ-00611 )
Effective December 2010 Pago6of7



Section 13. Certification Signature

Must be signed by owner or designated representative.

By signing this application, I certify that I am duly authorized to submit this application form: to
the TCEQ and that the information supplied here is true and accurate to the best of my knowledge
and belief. '

Printed Name: Greg Maxi Date: 12/2/2011
Signature: AAK_ 2 E L—g

Title: Director
Company Name: Duff & Phelps, LLC

Under Texas Penal Code 37.10, if you make a false statement on this application, you could
receive a jail term of up to one year and a fine up to $2,000, or a prison term of two to 10 years
and a fine of up to $5,000, _

Use Determination for Pellution Control Property Application—Form TCEQ-00611
Effective December 2010 Page 7 ofy
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Cottonwaod Energy Compjany; LP | Bost A“ﬂ'ys‘s ""’“’"”*’0 Model | DUFF&PHELDPS

Taxpayoer: ~ Coltonwood Enerdy Company, LP
Plant: Colfonwood Energy Center
Plant Summary: 1,260 MW 4xd Configuration Combined Cycle Power Plant {2003)
Plant Location: Newien County, Texas.
Profect: Tier it Cost Analysis Procedure ("CAP?) Cafcufatrons
Date: Dasomber 2, 2011 '
Rev: 0

| Levelized Cost of Ensrgy ("LCOE") Model™

- Capital Recovery Fagtor ("CRE) | & _I_X('[_tlll
' (-1
Capital . '\ . Fixed O&M |
LCOE = Gost R L f Fuel  Hest \
Hours per o " . Capaclty - -~ . Cost N Rate. . )

Year, . A - Fagtor -

" -Capltal Recovery Factor - -~ 10.23%

LCOE ($/kWh) $ . 0.03079

i http Jiwww.nrel. govianalysisficoe_documentation.htmi

s e Nofer —The-kevelized Cost-of- Energy 1s-a-ealoulation-developed-by:the- Unlted States-Department.of Edergy's.. .
; ; National Renewabte Enargy Labto determine the cost of genarating energy (electricity) using the design of
: performarice criteria for a specmc power generatlon unlt The websité above gives a more detalled descnpﬂon

of the model and fte development o

i Duff Phelps | Cottonwaod Unit4 HRBG CAP Calcuilations tefzi2e1 -
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~ AttachmentE




Bryan W, Shaw, Ph.D., Chairnian
Carlos Rubinstein, Commissioner
Toby Baker, Commissioner

Zak Covar, Executive Director :

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY

Protecting Texas by Reducing and Preventing Pollution o .

soegitey

: Julyio,soia o

My, Greg Maxim . .

Director L
Duff and Phelps, LLC -
919 Congress Ave Ste 1450
Austin, Texas 78701

Re:  Notice of Negative Use Determination
Cottonwood Energy Company, L?
Cottonwood Energy Center
g76 County Road 4213
Deweyville (Newton County)

Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 15505; Tracking Number: CC-2011-48

Dear Mr. Maxim:

This letter responds to Cottonwood Energy Company, LP's Application for Use Determination, received
July 5, 2011, pursuant to the Texas Commission on Environmental Quality's (TCEQ) Tax Relief for .
Pollution Control Property Program for the Cottonwood Energy Center, : ,

The TCEQ has completed the review for application #15505 and has igsued a Negative Use
Determination for the property in acccrdance with Title 30 Texas Administrative Code (TAC) §17.4 and
§17.6, Heat recovery steam generators and associated dedicated ancillary equipment are used solely for

Production; therefore; are moteligible-for-apositive-use-determinations

Pleage be advised that a Negative Use Determination may be appealed. The appeal must be filed with the
TCEQ Chief Clerk within 20 days after the receipt of this letter in accordance with 30 TAC §17.25.

Tf you have questions regarding this letter or need further assistance, please contact Ronald Hatlett of
the Tax Relief for Pollution Control Property Program by telephone at (512) 239-6348, by e-mail at
ronald.hatlett@tceq.texas.gov, or write to the Texas Commission on Environmental Quality, Tax Relief
for Pollution Control Property Program, MC-110, P.C. Box 13087, Austin, Texas 78711-3087.

Sincerely,
- pmv'zgw:
7

Chance Goodin, Team Leader
Stationary Source Programs
Air Quality Division

P,0. Box 13087 « Austin, Texas 78711-3087 ¢+ 512-239-1000 » www.tceq.state.ix.us

Fow is our customer service?  wivw.loeq texas.gov/goto/customersurvey
printed on recycled paper




Mr. Greg Magim
Page 2
July 10, 2012

CG/RH D o
ce: Chief Appraiser, Newton County Appraisai Distriet, J,og'Coilft Street, Newton, Texas 75966




~ Attachment F




Bryan W. Shaw, Ph.D., Chatriman’. -
Carlos Rubinstein, Commissioner . -
"Toby Baker, Commissioner o
Zak Covar, Bxecutive Director -

TEXAS COMMISSION ON ENVIRONMENTAL QUALITY |~

Protecting Texas by Rédlit:!‘ng"aﬁd Preventing Polluhon .

July 10, 2012,

- Mr. Greg Maxim. - . .
Director ...
Duff & Phelps, LLC- = T
919 Congress Avenue. -

Suite 1450 o
Austin, Texas 7870t . -

Re:  Notice of Negative Use Determination
Cottonwood Energy Compnay, LP
Cottonwood Energy Center
976 County Road 4213
Deweyville (Newton County) '
Regulated Entity Number: RN100226109
Customer Reference Number: CN602765687
Application Number: 16412 '
Tracking Number; CC-2012-02

‘Dear Mr. Maxim:
This letter responds to Cottonwood Energy Compﬁéy, LP's Application for Use Determinaﬁon,

received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(TCEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #16412 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heat recovery steam generators and associated dedicated ancillary equipment are used solely
for production; therefore, are not eligible for a positive use determination,

Please be advised that a Negative Use Determination may be appealed. The appeal must be filed
with the TCEQ Chief Clerk within 20 days after the receipt of this letter in accordance with 30

TAC §17.25.

If you have questions regarding this letter or need further assistance, please contact Ronald
Hatlett of the Tax Relief for Pollution Control Property Program by telephone at (512)
239-6348, by e-mail at Ronald.Hatlett@tceq.texas.gov, or write to the Texas Commission on
Environmental Quality, Tax Relief for Pollution Control Property Program, MC-110, P.0. Box
13087, Austin, Texas 78711-3087.

P.0. Box 13087 + Austin, Texas 78711-3087 » 5:2-239-1000 + www.tced.state,buus

How is cur customer service?  www. tceg. texas.gov/goto/customersurvey
printed on recycled paper .




Mr, Greg Maxim
“Page 2
July 10, 2012

Sincerely,

Chance Goodin, Team Leader
Stationary Sources Team '
Air Quality Division

CG/RH
Enclosure

ce: Chief Appraiser, Newton County Appraisal Distriet, 109 Court St, Newton, Texas
75966 ' o




‘Attachment G




Bryan W, Shaw, Ph,D., CHatrman "
Carlos Rubinsteln, Commissioner . .
Toby Baker, Commissionar =~ -~
Zak Covar, Executive Director.

TFXAS COMMISSION ON ENVIRONMFNTAL QUALITY -
‘ Pr utecimg Texds by Reducmg and Prevenhng Pollut:o :

July 10, 2012

B Mr Greg Mamm
Director - = . -
Duff & Phelps LLC
919 Congress Avenue
Suite 1450
Austin, Texas 78701.

Re:  Notice of Negative Use Determination
Cottonwood Energy Compnay, LP
Cottonwood Energy Center
976 County Road 4213
Deweyville (Newton County) ‘
Regulated Entity Number; RN100226109 -
Customer Reference Number: CN602765687
Application Number: 16411
Tracking Number: CC-2012~03

Dear Mr. Maxim:
This letter responds to Cottonwood Energy Compnay, LP's Apphcatlon for Use Determination,

received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(T'CEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center.

The TCEQ has completed the review for application #16411 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heal recovery steam generators and associated dedicated ancillary equipment are used _so]eiy
for production; therefore, are not eligible for a positive use determination,

Please be advised that a Negative Use Determination may be appealed, The appeal must be filed
with the TCEQ Chief Clerk within 20 days after the receipt of this letter in accordance with 30
TAC §17.25.

If you have questions regazdmg this letter or need further assistance, please contact Ronald
Hatlett of the Tax Relief for Pollution Control Property Program by telephone at (512) _
230-6348, by e-mail at Ronald.Hatlett@tceq.texas.gov, or write to the Texas Commission on
Environmental Quality, Tax Relief for Pollution Control Property Program, MC-110, P.O. Box
13087, Austin, Texas 78711-3087.

P.0. Box 13087 » Auslin, Texas 78711-3087 » 512-239-1000 * wwiv.tceq.statet.us

How is our customer service? www.lceq.texas.gov/goto/customersurvey
printed on reeycled paper




Mr. Greg Maxim.
Page 2
- July 10, 2012 : S ~

Sincerely,

Chance Goodin, Team Léader-_,! .
Stationary Sources Team o
Air Quality Division

CG/RH
Enclosure

ce: Chief Appraiser, Newton County Appraisal District, 109 Court St, Newton, Tex

75966 o

as -




Attachment H




Bryan W. Shaw, FlLD., Chairmaon -+ -
Carlos Rubinstein, Commissioner’
Toby Baker, Commissioner :

Zak Covar, Executive Director- o

ThXAS COMMIS{)ION ON ENVIRONMENTAL QUALITY

. Protecting 1% exas by Reducmg and Preventing Pollunon B

July 10 2012 »

3 Mr Greg Ma}ﬂm
Director .. =
Duff & Phelps, LLC
019 Congress Avenue
Suite 1450 ]
Austin, Texas 78701, -

Re:  Notice of Negative Use Determination
Cottonwood Energy Compnay, LP
Cottonwood Energy Center
976 County Road 4213
Deweyville (Newion County)
Regulated Entity Number: RN100226109 :
Customer Reference Number: CN602765687
~ Application Number: 16410
Tracking Number: CC-2012-04

Dear Mr, Maxim:

This letter responds to Cottonwood Energy Compnay, LP's Application for Use Determination,
received December 2, 2011, pursuant to the Texas Commission on Environmental Quality's
(TCEQ) Tax Relief for Pollution Control Property Program for the Cottonwood Energy Center

The TCEQ has completed the review for application #16410 and has issued a Negative Use
Determination for the property in accordance with Title 30 Texas Administrative Code (TAC)
§17.4. The justification for the negative use determination is provided below.

Heat recovery steam generators and associated dedicated ancillary equipment are used solely
for production; therefore, are not eligible for a positive use determination. :

Please be advised that a Negative Use Determination may be appealed. The appeal must be filed
with the TCEQ Chief Clerk within 20 days after the receipt of this letter in accordance with 30
TAC §17.25.

If you have questions regarding this letter or need further assistance, please contact Ronald
Hatlett of the Tax Relief for Pollution Control Property Program by telephone at (512)
230-6348, by e-mail at Ronald. Hatlett@tceq.texas.gov, or write to the Texas Commission on
Environmental Quality, Tax Relief for Pollution Control Property Program, MC-110, P.O. Box
13087, Austin, Texas 78711-3087.

P.0. Box 13087 » Austin, Texas 78711-3087 » 512-230-1000 + www.lceq.state.tx,us

How Is our customer service?  www.tcei.texas, gov/goto/customersurvey
orinted on recycled paper




Mr, Greg Maxim
Page 2
July 10, 2012 -

Sincerely,

Chance Goodin, Team Leader
Stationary Sources Team
Air Quality Division

CG/RH
Enclosure

ce: Chief Appraiser, Newton County Appraisal Distriet, 109 Court St, Newton, Texas
75966
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